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SUBJECT: GOA BUDGET DEFICIT TRENDS 

PASS TREASURY 

1. THE GOA BUDGET DEFICIT HAS DECLINED STEADILY AS A PERCENTAGE 
OF EXPENDITURES (EXCLUDING DEBT AMORTIZATION) SINCE THE NEW 
GOVERNMENT ASSUMED POWER IN MARCH. THE MONTHLYDEFICITS AND 
DEFICIT/EXPENDITURE PERCENTAGES HAVE SHOWN THE FOLLOWING DOWNWARD 
TREND: MARCH - 62.7 BILLION PESOS (81 PERCENT); APRIL - 44.4 

BILLION PESOS (66 PERCENT) MAY - 46.9 BILLION PESOS (64 PERCENT) 

JUN - 37.2 BILLION PESOS (55 PERCENT) JULY - 39.9 BILLION 
PESOS (48 PESOS) 

2. CENTRAL BANK MONETARY EMISSIONS TO COVER THE BUDGET DEFICIT 
AND DEBT AMORTIZATION HAVE SHOWN AN OPPOSITE TREND. THESE 
EMISSIONS AND THEIR PERCENTAGE OF EXPENDITURES HAVE INCREASED 
AS FOLLOWS: MARCH - 53.9 BILLION PESOS (67.4 PERCENT) APRIL 

- 10.6 BILLION PESOS (14.5 PERCENT); MAY - 14.3 BILLION PESOS 
(19.2 PERCENT); JUNE - 30.8 BILLION PESOS (44.7 PERCENT); 

JULY - 50.3 BILLION PESOS (60.2 PERCENT). 

3. COMMENT; THE TREND SHOWN IN PARA 2 REELECTS THE INCREASED 
DIFEICULTY IN PUBLIC BORROWING TO FINANCE THE DEFICIT. AT 
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BEGINNING OE THE PERIOD, INVESTORS FOUND TREASURY BONDS AND 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 

BILLS ATTRACTIVE INVESTMENTS BECAUSE IN A DECELERATING INFLATION- 
ARY ENVIRONMENT THEY OFEERED HIGH REAL RATES OE RETURN AND 
BECAUSE THE YIELD ON BOND COULD BE MAGNIEIED BY BORROWING WITH 
THE BONDS AS SECURITY. MORE RECENTLY, HOWEVER, THESE FINANCIAL 
INSTRUMENTS HAVE BECOME LESS PROMISING AS INFLATIONARY EXPECTATIONS 
HAVE RISEN (AT LEAST IN THE CASE OF TREASURY BILLS, MANY BELIEVE 
THAT REAL RATE OE RETURN MAY NOW BE NEGATIVE). 
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